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QUESTION ONE 
1. Explain how you will go about calculating a desirable poverty index, 
starting with the choice of a welfare indicator, appropriate poverty line and 
aggregation (15).  
2. The following vector depicts income (in 000s of Rands) distribution in a 
population of six people (4, 6, 8, 9, 12, 15). The anti-poverty organ of this 
society wants you to give a briefing of the state of poverty. Assuming 
poverty line to be 8,  
i. Use the vector to derive the different of the FGT measures, 
explaining the approach in each step. (10) 
ii. Critically discuss each measure, explaining the strengths and 
weaknesses to the policy maker and suggest which measure would 
be best if one is concerned about the poorest of the poor. (10) 
iii. How much monetary resource would it take to lift the poor to the 
poverty line in this society? (5) 
 
 
QUESTION TWO 
 
1. Following Dollar and Kraay (2012), it is now widely accepted that “growth is 
good for the poor”. Discuss the: 
i. bases of this assertion (15)  
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ii. the implications of  this assertion economic growth policies, poverty-
reduction policies  in developed and developing countries (15) 
 
 
 
QUESTION THREE 
1. International trade has been in in all theoretical waves as welfare enhancing. 
However, it has also emerged that international trade is a key determinant of 
inequality. Discus the relationship between international trade and inequality, 
paying particular attention to the nature of the relationships, channels of 
transmission and policy implications (30) 
 
QUESTION FOUR 
 
1. The OECD's "Better Life Index", developed more recently, is based on 11 
dimensions (indicators) deemed essential to well-being both in terms of 
material living conditions and quality of life. Discuss the Better Life Index 
developed by the OECD with special reference to South Africa.  Use the 
following points to guide your answer 
i.  Describe the Better Life Index (4) 
ii. Which dimension of quality of life is included in the Better life index and 
how does South Africa measure up to other countries in these 
dimensions for example the USA. (16) 
iii. In which dimensions is South Africa lagging behind other countries (for 
example the USA) and in your opinion, what can be done from a policy 
point of view to improve the ratings on these dimensions so that the 
people in South Africa can experience an improved level of quality of 
life. (10) 
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